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1.

INTRODUCTION
There is growing evidence that levels of economic well-being beyond households are paying more attention to their own national boundaries. This is partly due to the increased interdependence of the partly due to the increased mobility of labor compared with two or three decades ago.
international community and across national boundaries Dramatic improvements in communications have also contributed to the process. Consequently, the level of economic well-being of one population relative to other (comparative) nations is of interest from a policy perspective; policy makers can learn ,from the polices and practices of other nations. An international comparison of income inequality is a first step towards this goal.
In the past, most researchers have relied upon published, aggregated data for comparative purposes. This approach has several weaknesses. First, aggregation results in a loss of information and limits the methodology that can be employed to measure inequality. Second, the method of aggregation varies across countries, resulting in a lack of comparability of official statistics. These, and other, difficulties suggest that comparisons based on published, aggregated data will be distorted. For further discussion see O'Higgins, Schmaus, and Stephenson (1985) . It is only recently that comparable sets of micro data have become available from a number of countries. These data have allowed valid comparisons of economic inequality in several countries and have enabled a number of interesting policy issues/problems to be addressed.
The measurement and comparison of income inequality in several countries involves a number of problems, including: the appropriate measure of income ( disposable income, gross income, non-cash income, etc. ); the economic unit whose income is to be measured ( the individual, family or household ); the weight to be attached to each individual within the economic unit ( should total income, income per capita or income per adult equivalent be used? ); purchasing power parity across countries; and the choice of inequality index.
This paper emphasizes the usefulness, for the purpose of making international comparisons of income inequality, of the decomposability property of certain inequality measures. Indices with this property can be used to decompose overall inequality into "between" and "within" group components according to attributes chosen by the researcher. This will help the researcher identify sources of inequality, which in turn will assist policy makers in allocating resources to reduce inequality. Furthermore, the success of such allocations can be gauged by comparing decompositions before and after policy has been put into effect.
Policy issues which can be addressed using decomposable inequality indices, estimated with comparable sets of micro data include: the role of the welfare state ( as it exists in Scandinavian countries ) versus limited social protection ( as in the United States and Canada) in controlling inequality; the effect of demography on income distribution; differences in economic systems and economic well-being; and the redistributive effect of taxes and transfers. The need to address these issues is currently pressing since social and economic change is taking eastern and western Europe by storm.
This paper begins, in Section 2, with a brief review of the Generalized 
(2)
The choice of 7 determines the sensitivity of the measure to different portions of the income distribution. For example, IO and I-1, which are the well known Theil (1967) information measures, differ in that the former is more sensitive to lower incomes than the latter. This family of measures satisfies the suggestion by Atkinson (1970) and others that every inequality measure must imply a social welfare function (SWF).
Thus, our choice of 7
demonstrates the "degree of inequality aversion" given by the underlying SWF.
For values of 7 < 0 the Generalized Entropy measure is ordinarily equivalent to the family of measures proposed in Atkinson (1970) .
The differences in the nature of decomposability for these measures also sets these measures apart from each other. Germany where data set contains a large number of households with zero and negative income.
There are many studies in between nations. The strength measure inequality. Although the literature which compare overall inequality of these studies rests upon the method used to some have used theoretically sound measures, they have not utilized the decomposability property.
In Table 1 The United States, France, Switzerland, Canada, Australia, and
Israel report some of the highest inequality. Generally, Sweden, Germany, the United Kingdom, and Poland report the lowest inequality with 7 < -2.0.
Further generalizations about rankings are difficult to make. They do not provide detailed information about the breakdown of inequality among the population in a given country, and one needs to look at the decompositions in order to learn about the observed differences, based on characteristics of the population, on the one hand, and differences which are free of such features, on the other.
[ This is done to detect differences between households in different age groups due to the life-cycle patterns, and differences among households in the same age group, which are free from such patterns. Looking at the between and within-group components of inequality in each of the 12 countries given in The exceptions to the life-cycle pattern are the United States, Australia (7 = -2), and Israel. The former two report more inequality among those in the (55-64) age group than among those in the (45-54) age group. An explanation, in the case of the United States, could be the emergence of pensions and the option of early retirement.
As for the latter case, Israel reports higher income inequality with higher age, for all -7 > 0. The factor that comes to mind as a possible contributor to this pattern is the unique nature of immigration into Israel.
GENDER AND COMPARATIVE INEQUALITY
In recent decades there have been structural changes in the labor market for women. This has occurred in most western nations. Though most nations have subscribed to particular policies in order to assure equal opportunity,
the success of such policies should be evaluated in terms of the economic well-being of households headed by women. This is particularly important due to the rise in the number of such households, particularly single-parent families.
In the United States, many households headed by women have dependent children and there is large concentration of minorities among them.
Government policies have brought with them a situation in which two classes of women are created: one group has benefited from these programs and policies, and the other has been left behind. The implication of these structural changes should be of interest to most policy makers and analysts. The comparison of the observed changes in inequality based on gender across these countries will enable one to see if there is some uniformity regarding the economic progress of female headed households among these nations.
[ of the overall inequality with 7 = 0, being only 22% with 7 = -2, while Canada reports 17% and 8% respectively. This suggests that for these countries the household size is an important factor that needs to be considered for analysis of inequality.
It appears that inequality falls as household size increases and reaches a minimum with a household size of four. This pattern is true for most countries, especially for 7 < -2 (the exceptions are Poland, Italy and France). One possible explanation could be the nature of the tax system and incentive mechanism for tax deductions ( this question currently is being investigated by the author >. The second possible explanation is the life-cycle phenomenon. The first two categories consist largely of very young and very old households. Although young households do not benefit from accumulated wealth, the return on wealth according to older households will likely increase inequality among those smaller households. [ TABLE 51 Looking at the measured inequality for each of the three groups it is clear that there is no unique pattern. However it is interesting to note that in the Netherlands and Germany the observed inequality is higher among those households with higher education levels. The opposite is detected in the United States and Poland where lower measured inequality is reported as we move to higher levels of education, with 7 < -2. It could be that in the Netherlands and Germany, experience, as well as education, is of importance and the impact of experience is far greater than in other countries. Also, there could be some life-cycle effect with respect to higher job security which brings with it higher earnings for the older generations. Generally, for most countries with higher levels of education we are observing higher inequality, but this could be attributed to our lumping those with more than a high school degree into a single category. This is a limitation of the data sets.
ETHNICITY AND EARNING OPPORTUNITY
In most nations it is considered desirable to provide equal opportunity to all households in the labor market. However, the labor market has imperfections which need to be corrected by public policies. One of the basic areas in which public policy has had a role to play is in providing better labor market access to national minorities as well as immigrants. There are many ways that this problem can be addressed, and each country is unique in the nature of its problem. In the United States this is the problem of white and non-white, while in Israel, Switzerland, Australia and Canada, immigration policies affect equality of opportunity. Thus in the latter countries the decomposition is based on Immigrant (Group B) and non-immigrant (Group A).
[ Consequently, immigrants with different skill levels are allowed into the country which will result in higher earnings differential among them.
9.
CONCLUSIONS
Using the Luxembourg Income Study data sets, income inequality among households in each of twelve countries was measured and analyzed. A class of Generalized Entropy measures were employed to demonstrate the robust nature of our results. It has been shown that we have to look beyond the overall inequality within each country to detect the nature and source of inequality.
The decomposability property of the Generalized Entropy measures allows this to be done. Decompositions by family size and by age, gender, education and ethnicity of the household head were conducted and revealed that family size and education were rather influential components of overall inequality.
Furthermore, interesting patterns were detected within each group. Although the between-group inequality based on age, gender, and ethnicity was shown to be rather small, very important differences and similarities were detected for each group across countries. The usual life-cycle pattern was detected for some countries and not others. .3857 (4)
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